MEMORANDUM 


To: Chairman Ron Wyden, Senate Committee on Finance 

From: Finance Committee Democratic Staff 

Date: October 25, 2023 

Re: Clarence Thomas did not repay entire principal on $267,230 loan from Tony Welters 


Executive Summary: 


The Democratic staff of the Senate Committee on Finance reviewed loan documentation 
indicating that Justice Clarence Thomas received a $267,230.00 loan from Tony Welters, which 
Thomas used to purchase a luxury motorcoach. While additional documents pertaining to the 
loan agreement may exist, documents reviewed by Democratic staff suggest that Justice Thomas 
did not repay a significant portion of the loan principal. In fact, none of the documents reviewed 
by Committee staff indicated that Thomas ever made payments to Welters in excess of the 
annual interest on the loan. 


Forgiveness of the loan results in a taxable event for Justice Thomas. Under tax rules, 
forgiveness of the entire principal by Welters requires Justice Thomas to include up to 
$267,230.00 in taxable income and report the amount on his tax filings. Justice Thomas did not 
disclose this forgiven debt on his ethics filings, raising questions as to whether Thomas properly 
reported the associated income on his tax returns. 


Background: 


On August 5" 2023, reporting from the New York Times revealed the existence of an 
undisclosed financial arrangement involving Supreme Court Justice Clarence Thomas and 
Anthony Welters.' According to these reports, in 1999 Welters personally loaned Justice Thomas 
an unspecified amount of money to help finance the purchase of a luxury recreational vehicle, 
which he still owns today. Justice Thomas used the proceeds of this loan to buy a Prevost 
Marathon motor coach for a price of $267,230.00. Additionally, local department of motor 
vehicle records listed Welters as a lienholder on the original title certificate of the vehicle. 


These reports raised serious questions regarding the terms of the loan agreement between 
Welters and Justice Thomas and the manner in which the debt was resolved. These questions 
included the dollar value of the loan, the interest rate charged on the loan, and the amounts of the 
loan that were repaid, forgiven or discharged. In response to questions from the New York 
Times, Welters stated that the loan was “satisfied” in 2008, but did not address whether it was 
repaid. 


t Clarence Thomas’s $267,230 R.V. and the Friend Who Financed It, The New York Times, Aug. 5, 2023 available 
online at https://www.nytimes.com/2023/08/05/us/clarence-thomas-rv-anthony-welters.html. As noted in the story, 
the relationship between Welters and Thomas predates Thomas’s time on the federal bench. 
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New evidence indicates that Justice Thomas failed to repay a significant portion of the 
principal of the $267,230.00 loan from Tony Welters 


In order to understand the loan arrangement between Welters and Justice Thomas, 
Committee staff requested, and Tony Welters voluntarily provided, information about the loan. 
Committee staff reviewed several documents made available by Welters’ counsel related to the 
1999 loan from Welters to Justice Thomas and obtained the following new information: 


1. A Handwritten Note from Justice Thomas on Supreme Court Stationery Dated 
December 6, 1999. Committee staff reviewed a handwritten note dated December 6, 


1999 from Thomas to Welters, written on the Supreme Court stationery from the 
Chambers of Clarence Thomas. The note references a Promissory Note and Security 
Agreement, and says the documents should accurately reflect the understanding of 
Thomas and Welters. Justice Thomas’s note further states the agreements will be 
complied with to the letter. 


2. A Promissory Note Dated December 6, 1999. Committee staff reviewed a 
Promissory Note (“Note”) dated December 6, 1999. According to the Note, Clarence 
Thomas and Virginia Lamp Thomas, together as “Makers,” executed an agreement to 
pay Anthony Welters, as “Payee,” the principal sum of $267,230.00.” The principal 
balance of the Note had an interest rate of 7.5% per annum. Interest payments on the 
note were due and payable annually each year on December 31, and the principal and 
all accrued unpaid interest was due no later than the maturity date of the Note. The 
stated maturity date of the Note was December 31, 2004. The Note included a 
referenced Security Agreement of the same date covering a “motor vehicle,” and 
characterizes the Note together with the Security Agreement as the “Loan 
Documents.” 


3. A Security Agreement Dated December 6, 1999. Committee staff reviewed a 


Security Agreement (“Security”) dated December 6, 1999 between Clarence and 
Virginia L. Thomas, together as “Grantors,” and Anthony Welters as “Grantee.” The 
Security describes a loan made by Welters to the Thomases for the original principal 
amount of $267,230.00. According to the document, as a condition of the loan by 
Welters, the Thomases granted Welters a security interest in a 1991 Prevost by 
Marathon, in order to secure the payment of all amounts owed to Welters under the 
Promissory Note. 


4. Addendum to December 6, 1999 Promissory Note Dated December 31, 2004. 
Committee staff reviewed an Addendum to the December 6, 1999 Promissory Note. 


The addendum, dated December 31, 2004, extended the maturity date of the 
Promissory Note by ten years, from December 31, 2004 to December 31, 2014. This 


2 The loan documents were executed jointly by Clarence Thomas and his wife Virginia Lamp Thomas. However, for 
simplicity this memo will sometimes refer to the loan agreement as between Clarence Thomas and Anthony 
Welters. 


addendum was signed by Clarence Thomas and Virginia L. Thomas, together as 
“Makers,” and described Anthony Welters as “Payee.” The addendum made clear that 
the unpaid principal on the loan continued to bear interest and that annual interest 
payments would be due. It also specified that all other provisions of the original loan 
agreement remained in force. 


5. Bank Check from Clarence Thomas to Anthony Welters, Dated December 21, 
2000, for Motorcoach Payment. Committee staff reviewed a check from First Union 


National Bank dated December 21, 2000. The check was from Clarence Thomas to 
Anthony Welters in the amount of $20,042.23. The check’s memo line stated it was 
for a motorcoach payment. According to Committee staff calculations, the annual 
interest payment on a $267,230.00 loan at 7.5% interest is $20,042.25. 


6. A Handwritten Note from Anthony Welters to Clarence Thomas, Dated 
November 22, 2008. Committee staff reviewed a handwritten note dated November 


22, 2008 from Anthony Welters to Justice Thomas. Welters’ note states that Thomas 
has been paying Welters interest only on Thomas’s bus for many years.* Welters’ 
note indicates that after Thomas’s upcoming payment, Welters would no longer seek 
further payments from Justice Thomas on the loan because, according to Welters’ 
note, Welters believed that Thomas had paid interest greater than the purchase price 
of the bus, and that Welters did not feel it was appropriate to continue to accept 
payments even though he had the right to them. 


Analysis 


Based on the documents reviewed by Committee staff, staff confirmed that on or around 
December 6, 1999, Anthony Welters loaned Justice Clarence Thomas and his wife Virginia L. 
Thomas $267,230.00 for the purchase of a 1991 Prevost Marathon. The loan agreement between 
Welters and Thomas consisted of a Promissory Note and Security Agreement, and constituted an 
“interest only” loan with an annual interest rate of 7.5%. 


In a handwritten note on Supreme Court stationery, Justice Thomas indicated that he 
would comply with the terms of the loan agreement to the letter. Thomas made at least one 
annual payment to Welters in an amount almost exactly equal to the annual interest due to 
Welters. On the original maturity date of the loan agreement, Thomas executed an extension of 
the agreement extending the note an additional ten years. 


In November 2008, 9 years after the loan agreement was executed, Welters forgave the 
balance of the loan to Thomas in recognition of the payments made by Thomas which Welters 
characterized as interest only payments that exceeded the amount of the original loan. While 
additional documents pertaining to the loan agreement may exist and provide more clarity to the 


3 The note states that Thomas had been making payments to Welters for “ten plus” years, however at the time 
Welters’ note was written the agreement had only been in place for nine years. 
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agreement, none of the documents reviewed by Committee staff indicated that Thomas ever 
made payments to Welters in excess of the annual interest on the loan.* 


Based on the documents reviewed by Committee staff, Anthony Welters forgave a 
substantial amount, or even all of the principal balance of his loan to Clarence Thomas, 
constituting of the forgiveness of approximately $267,230.00 of debt owed by Justice Thomas. 


Tax consequences for Justice Thomas arising from hundreds of thousands of dollars in 
forgiven debt 


The new evidence obtained by the Committee raises a number of potentially serious tax 
questions for Justice Thomas. The revelation that Justice Thomas had up to $267,000 in debt 
forgiven and failed to repay the entire principal of the loan would have generated a significant 
amount of taxable income for Justice Thomas. 


The tax code makes clear that in instances where debt is canceled, forgiven, or discharged 
for less than the amount owed, the borrower must report the amount canceled or forgiven as 
income for tax purposes. ® ° The November 22, 2008 handwritten note from Welters to Justice 
Thomas indicated that Welters felt that Justice Thomas had made interest payments over and 
above the purchase price of the motorcoach when Welters stopped collecting any further 
payments from Justice Thomas. 


Justice Thomas did not report the forgiven debt on his 2008 Financial Disclosure Report. 
Since the loan agreement with Welters was first reported in August 2023, Justice Thomas has not 
provided any information on loan payments made to Welters, or stated whether he properly 
reported the income from the forgiven debt on his tax returns. 


* Representatives for Welters also indicated that they were not currently aware of documents indicating whether 
Thomas had made payments to Welters in excess of the annual interest payments. 

5 26 USC 61 “income from discharge of indebtedness” defined as taxable income; 26 USC 108 “Income from 
Discharge of Indebtedness.” 

5 In certain cases, a forgiven loan may be recharacterized as a taxable gift; however, documents reviewed by the 
Committee indicate that the loan was intended to be established at arm’s length. Under federal tax law and 
regulations, bona fide business transfers are presumed not to be taxable gifts, if they are made at arm’s length and 
free from donative intent. See Treas. Reg. 25.2512-8. 


